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Dear Applicant,

We have considered your application for exemption under gectlon 501(c)(12) of
the Internal Revenue Code. :

The evidence presented disclosed that you were formed I 2 an o

unincorporated association. Your purpose is to perform services for the .

members of the + The
services consist of arranging for and waintaining the water received and
gewerage disposed and {rrigation, mowing, trimming and treatment of the lawns

for these membars,

The I tones in the Association are privately owned and majintained by the
ownars who are meubers by virtue oi a comwen water supply. The couon witer

o4
“1ine 1s connected to the [N «)ich processes vater
from local wells for the entire community of HNNEEEEE. - N

. membars of the Aasoclation are all residents of the NN The watef

consunption for all [ houses is measured by one inecer and bllled to the
Assoclation, Sewaze 1s handled in the same manrer. The Asgociation supervises
the irrigation, mowing and treatment of the nembers luwns,

The source of receipts for the Assoclation is a monthly assessnent W members.,
The agsessnent is baged om a budget submitted by the Board of Hanejement and
approved by the membevship at an annual meeting. The rights and interests of
members in the annual savings is not determined in proportion o their business
witih the Associatiou. The Association does not keep records nevessary to
determine each meabers rights ond Lnterests fn fts saviogs,

Section 501(e)(12) of the Code provides exemption from Federal income tax for:
Sencyolent 1ife insurance associatious of n purely local charmcter, mutual ditch
or irrigation companien; mutual or cocperative telephone companies or like
grganizations; but only Lf 35 percent or more of tha fucome conslsts of emounts
collected from members for the sole purpose of mecting losses nnd expenses..
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Revenue Ruling 65-201, 1965~2 C.B, 170 provides that a cooperative housing : ,

W opgdnization operated for the personal benefit of its .tenant-owner members Is ol
“not a like-organization,” .and does not qualify for exemption from Federal D
lncome tax, ‘

Revenue Ruling 72-36, 1972-1 C.B., 151 provides requirements that cooperative
compranies mist meet for exemption undex sectiom 501(c)(12) of the Code. In
accordance with fundamental cooperative and mutual principles, the rights and
tnterests of the members‘in the savings of an oryanization should be' detériiined
in proportion to their business with the organization, An organization must
keep such records as are necessary to determine, at any time, each menber's
rights and interest in the assets of the oPganization. X

Although you were formally created on [N, you have submitted
fnform-tion that indicates approximately Il percent of your expenditures were
for lawn maintenance for the period NN througch NG
Information submitted with your application indicates that you will continue
these activities. Mainfenance of lawns is not an activity of a "like . :
“organization " within the meaning of section 501(c)(12) of the Code, Membetrs, do
not acquire an equity in your savings determined In proportion to their\bﬁsin@sa
‘with you. You do not maintain records necessary to determine, at any time, each
mewber's rights and Iinterests in your assets, Theraefore, you are not operated
on a cooperative baails and do not qualify for exemption under section 501(c){12) v
of the Code or any other subsect n. You are required to file Federal income :
tax ¥Form 1120, ' 4 BEERRE

1f you do not agree with our proposed deuial, wa recommend that you request a
conference with a wember of the Reglonal Director of Appeals Staff. Your
"request for a conference should include a written appeal signed by an authorized
officer giving the facts, law and any other pertinent intormation to suuport

. your position as explained in the enclosed Publication 392. 1f you are to be
represented by someone who 1s not one of your authorized officere, he/she will
need to file a power of attorney or tax information authorization and be
qualified to practice before the Internsl Revenue Service as provided in
Treasury Department Circular Hlo. 230, The conference tay be held at tie
Reglonal Offics or, if you request, at any mutually convenlent District office. R
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1f we do not hear from you within 30 days, this will becore our final
determination.

District Director

Enclosures:
Publication 892




